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Components of a Budget

How and Why We Budget




The Budget Connection

A Good Budget......

* Reflects the Goals & Objectives of the
Organization

* Is a Tool for Planning and Management
* Is Monitored Routinely

* Reflects Organizational Structure and
Control
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Balanced .
Budget REVENUE

* Revenues = Expenses v /_
|
oo EXPENSES

* Revenues less that expenses
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* Use Fund Balance Y ‘?ﬂ :
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* Only for One Time -
Expenditures 4 o o w
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Why Budget?

Hearings
and
Notices

Authorized

Must be

by
Ordinance Balanced




Types of Budgets

N
Operating
Budget

-

Capital
Improvement
Program (CIP)

Budget
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Budget Development: Types of Budgets

4 )
Traditional, or
line item
budgeting
A 4

/

-

Target based
budgeting

N

v
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Zero Based
Budgeting

-
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Priority Based
Budgeting
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*GFOAT

« B

Program based
budgeting

o 4
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Hybrid Approach

* Most municipalities

A /

* GFOAT
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Traditional or Line-Item Budgeting

Widely used
Historical Basis

Control oriented — Where did the money go? -
fund/function level

Reports information on inputs used in the production of
governmental services

Reports by organizational unit

CITY OF PLANO 1072021 14:03:32
Budget Workshest-Yeaz End Exp (Pg Brk) -
Asof 9302021
Cumreae

610 PERSONNEL SERVICES

6102 PT More than 20 TMRS Elig 204,700
£103 ClasusSied Salanes 9.362.169 9.537.669 9312296 9.337.669 9.36L.421 §.361421
6104 Civad Seevice Salanes 37881620 18240121 38659479 37518612 38639479 38547884 39.062.833
6104 OVERFILL Civil Sarvice Sa 500,000 300.000 1,000,000 1,000,000
6105 Plloss im0 17628 22686 17137 067 17187 8140 1140
6106 Certification Pay anan 415601 42204 w847 412204 Rt a3
6109 Comp Plan Contingeacy 1352320 1852320
6111 Overtima 177608 1175367 2040350 2002213 20025 L173.567 173367
6112 Overtime-5B. 2 137 10 137

6113 Loageviry 333014 336932 328489 nsm 33480 bk -0 337824
6121 RSP 1.680.234 1830828 1820357 1m0 1820557 1891563 b4 1896346
6122 TMRS 8514273 8528910 9193333 9.241.896 9193333 8,347,004 8,366,787
6123 Group Insurance- Haalth 6674318 6927263 6716008 6,703,685 £716.006 6884988 6893193
6125 Growp Lasurance- Life 20022 0 381981 30.291 381981 445,08 86202
6127 Medicare 96,567 724757 ™0 onem 72225 735180 736847
6129 Wockers Compeanatica 127098 429958

6132 Loag Torm Dissbiiy 130 n402 035 21286 2056 837 Hoy
6133 OPEB Cossibesion L113.0% 1199448 L107.018 L1067 LieTols L157.652 1139356
6141 Car ABowasce 30083 38400 24365 4365 38400 38400 3400

610 PERSONNEL SERVICES 6,658.291 70,103,922 TLAL0 70,620,664 71414543 73,250,143 73,444,403

620 MATERIALS & SUPPLIES
6201 Oifice Supplies

6202 Posage

6203 Poblicasions

6204 Food
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Target Budgeting

* City Management sets limits on the budgets that
departments may request

* Driven by revenues

* Focus on resources available — e.g. Executive/Councll
determines total spending before budget request are
submitted

* Only $X per spending category

Example - Target or Base Budget Formulation

2021-22 Council Budget $2,000,000
Personnel Services (1,000,000)
PC Replacement, Depreciation etc. (50,000)
Capital Outlay/One Time Expenses (50,000)
Sub-total $900,000
Overtime 20,000
Car Allowance 4,260

Total O&M Target $924,260

Supplemental requests (Supplements) or Decision Packages to
request additional or reduction in funding.

I EERRRRSSSSSNSENEEEmE———————————
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Program Budgeting

 Changes focus from department to program

* Program is organized set of related activities that are directed
towards achieving a common purpose or goal that an agency
or department undertakes to carry out its responsibilities.

* Budget decisions made at greater level of detail

Example - Program Budget

Recreation Center Facility Projects

Project Prior Yrs Re-Est 2021-22 2022-23 2023-24 2024-25 2025-26 Future Total

23171 17 Oak Point Recreation Center Pools 594,538 6.405 462 3,000,000 1] 0 0 10,000,000

23191 19 Aquatic Pumps 25375 909.625 0 1] 0 935.000

23421 21 Tom Muehlenbeck Recreation Center Renova Q 0 0 2,000,000 13,900,000 15.900,000

22-P17 25 Carpenter Park Recreation Center Renovation 1] 0 0 1] 0 14,725.000 14,725,000

22.P99 Rec Center Projects Closed 1 2020-21 7.251.486 885.169 0 1] 0 0 8.136,655

TOTAL 7.871.399 8.200.256 3,000,000 2,000,000 13,900,000 14.725.000 49,696,655
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Example - Program Budget

CITY OF PLANO COMMUNITY INVESTMENT PROGRAM

Praject Name: 17 Ouak Powt Recrreatson Cemer Pool.

Projeet Number: 23171 Start Diate: Oet 2018
EAST g,
Description: Completion Date:  May. 2022

Additon of Luge outdoot pool sea 1 Orak Poust Recreation Cester

Dhesign was awanded to Westou & Sampio to begin 3 Bcility mower plan i October 2018, Wewon & Sampn will
also pregare comsaniction documents. Cose Comnamction was selected w Anpua 201% 2 the CMAR. Counce approved
comanachon contract with Core n December 2010 The pooks pected weekend of 2012

EXPENDITURES  Prior Years Re-Estimate W1-22 0222 0232 102425 o8 " Total

[ [
13,962 1,000,000
5891500 I 9000000
o [}

SA03 462 10,000,000

HREVENUES Frior Years  Ke-Estimate 202223 20232 202428 0 Future Y13 Total

10,000,000
[}

17 Bond Fumds 594,538 B.405.462
A o 0

[
o

NA o o L] L]
L]

TOTAL 554538 6405462 10,000,000

OFERATING BUDGET IMPACT 20-22 20222 20232 24-28 20282 Future Vrs Toal

1] L] 103,433

Zero-Base Budgeting

« Start at $0
* Justify programs annually

 Operations divided into decision units; aggregate into
decision packages

 Ranks programs (decision packages) which tie into goals of
government body

* [dentifies programs for elimination and/or modification
* Asks — Can we justify what we are doing?
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Performance budget includes discussion on results

» Approaches resources allocation priorities from a citizen
(customer) perspective

* Focuses the process on how best to spend the revenues (on
what) we have rather than just on what to cut

» Much greater transparency in what was funded and what
WEN N

Performance

‘ Inputs JD Activities | L) - 3

Priority Based Budget

* Priority-Based Budgeting

* |dentifies the most important strategic priorities. Services are then
ranked according to how well they align with the priorities, and
resources are allocated in accordance with the ranking.

» Core versus Non-Core
 Essential versus non-essential
* Mandated versus Non-mandated
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Key Objectives of Prioritization

) Evaluate the services we provide, one versus another.
Better understand our services in the context of the cause-and-effect relationship
they have on the organization’s priorities.

Provide a higher degree of understanding among decision-makers as they engage in
a process to rank services based on priorities.

Articulate to people in the organization and to the public how we value our services,
how we invest in our priorities, and how we divest ourselves of lower-priority services.

Budget Participants &
the Budget Environment

10
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AT LONG LAST, I
FINALIZED THE
BUDGET.

THIS IS THE g] sSTOP
BUDGET FOR || MAKING

LAST YEAR. IT SOUND
A A ANNUAL .

Sy,

©3 ©2003 United Feature

www.dilbert.com scottadams@aol.com

10~ (0=

*GFOAT

Key Actors and Their Roles

BUDGET ROLES

3 City
n Manager/Administrator

11



Budget Environment

» Seven key factors constrain stakeholder options, provide opportunities
that frame strategic choices, and limit possible outcomes:
1. Legal restrictions (internal and external)
. Economic and revenue base
. Fiscal structure and financial condition
. Power and authority structure (including if it is an election year)
. Culture, tradition, and normative preferences
. Department / Front office leadership stability
. Budget Office staffing / capacity / experience

Are there any other factors that should be considered?

K B @

Phases of the Budget Cycle

 Prepare Strategic Plan with City Council

Budget Preparation: [Bstssiiy

* Financial Forecast - 3, 5, or 10 year
* Revenue Estimates
J a n u a ry - J u n e * Develop Proposed Budget
* Preliminary Appraisal Roll Information Received

*City Manager Recommended Budget & CIP submitted to Council

Budget Approva I: *Work with Counties on TNT Rates

*City Council reviews and approves budget & tax rate
*Adoption of the Budget & CIP first

J U Iy = Se pte m be r *Tax Rate Ratification

*Tax Rate

Execution & Implementation: * Periodic reporting and monitoring

October thru Decem ber e Publish and submit Budget & CIP
« Plan for Tax Rate Election if over Voter Approved Rate
Really all Year Long

An n ua I Au d it . * The purpose of the audit is to ensure that the financial statements present
.

fairly, in all material respects, the financial position of the City and have been
.J prepared in accordance with U.S. generally accepted accounting principles and
a n U a ry governmental accounting standards.

6/29/2022
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OPERATING BUDGET CALENDAR
IF PROPOSED RATE IS ABOVE VAR

2022-2023

DATE DAY ACTION

April 14 Thursday  Budget Kickoff with Departments
April 30 Friday  Preliminary Appraisal Roll from Central Appraisal District
May 5 Fridly  Completed Budgets and Line-ltem Detail due to Finan

ce.
Supplemental Funding Requests & Reclassifications due to Finance
Position Control Verification forms due to Finance

Organizational Charts w/FTES listed due to Finance S a m p I e Ca I e n d a r. if

Mon-Friday  Individual Department Budget Meetings with Finance
(Discuss Line-ltem Detail)

vy e Proposed Rate is

June Friday  Final Budget Drafts due to Finance
Departmental Projections (Rev/Exp) due to Finance

June 13 Monday  Copy of Proposed Budget to City Manager/Administrator A b O V e V A R

627-6/30 Mon-Friday  Individual with City

July 7 Friday  Updated Departmental Projections (Rev/Exp) due to Finance

July 12 Monday  Budget Exceptions for FY2023 due to Budget Office
Capital Project & Equipment Replacement Requests due

July 10 Friday  Budget Exception Report for FY2020 due to City Manager
July 25 Saturday  July Certified Tax Roll from Centra; Appraisal District

Budget presentation and budget filed wi City Secretary
August3  Wednesday g given to City Council
‘August5  Friday  Council Budget Work Session

Special City Council to take record vote on the
proposed tax rate and set two public hearing dates.

August8 Monday
August10  Wednesday ~Publish “Notice of Proposed Property Tax Rate”
August17  Wednesday ~Public Hearing on Budget and Tax Rate (if necessary)

Approve Budget Ordinance & Tax Rate
August 22 Monday um« Date to Adopt Tax Rate if above Voter Approved

*+GFOAT

Overall Fund Types

Governmental < « Funds through which most governmental functions
_ of the City are financed Ex. General Fund, Debt Fund

—

« Operations that are financed in a manner similar to

Proprietary < private business enterprises Ex. Water and
1 Wastewater Fund

\\

« Contain resources held by a government but
Fiduciary belonging to individuals or entities other than the
government Ex. Employee Health Trust

6/29/2022
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CAPITAL BUDGETS

I NEED A BUDGET
ESTIMATE FOR MY
PROJECT, BUT I DONT
HAVE A SCOPE OR A
DESIGN FOR IT YET.

Dilbert.com DilbertCartoonist@gmail.com

OKAY, MY
ESTIMATE
1S $3,583,729.

12709 ©2009Scott Adams, Inc./Dist. by UFS, Inc.|

YOU DONT
KNOW
ANYTHING
ABOUT MY
PROJECT.

THAT
MAKES
TWO OF

y
K

6/29/2022
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What is a CIP

Capital Improvement Project: Construction, major maintenance
and improvement projects. Includes infrastructure upgrades and
replacement

* Capital Improvement Plan: A 5 to 10 Year Plan
» Update Annually — Not “One and Done”
* Approved by Council
* Future Capital Improvement Projects

What qualifies as a Capital Improvement Project?

HRA A4 ‘ 2 s L

MAINTAINS/ NEW EXPANSION RENOVATION REPLACEMENT USUALLY
IMPROVES A CITY CONSTRUCTION COMPLETED OVER
ASSET MULTI-YEARS

6/29/2022
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Why Budget for Capital

* High Price Tag

* Debt Issuance

* Costs Occur Over Multiple Years

* Projects May Occur at the Same Time

What We Budget

16



L FOUND A TYPO IN
THE BUDGET SPREAD-
SHEET... ITS TOO LATE
TO FIXIT.

© 1993 Unted Feature Syndicate, inc

2o
I

WE TRANSFERRED ONE
JOB TO ANOTHER GROUP
BUT ACCIDENTALLY KEPT
THE MONEY AND HEAD-
COUNT.

Internet: SceltAdams@Aot.com

... 50, WE STLLL
PAY YOU BUT
TOU AREN'T
ALLOWED TO
DO WORK .

THIS ISTHE
HAPPIEST
DAY OF MY

6/29/2022

Fund Accounting Basics

* Focuses on funding source and acceptable uses

* The use of funds determined by entity
* Implement when legally or logistically needed

» The number of funds determined by entity

* Minimize when possible

* Audit includes all funds, even if “rolled-up”
* Budget includes budgeted funds + others as wanted

17
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Governmental Fund Types

General

Special Revenue Funds

Debt Service Funds

Capital Proiects Funds « Funds restricted to expenditures for construction activity, including the
P J = land acquisition and/or capital asset creation.

Generally Governmental funds are presented individually in the Budget and Annual Audit

Proprietary Funds

» Resemble Business type activities
» Water and Wastewater Utility Fund
« Drainage Fund
« Electric Utilities
* Recreation Centers

« Provide support services to the government
« Information Technology

Internal Services BRLEELES

* Replacement Funds

Funds presented separately in Budget and combined in Annual Audit

18
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Fund Restrictions

General Fund

Proprietary and Special Revenue Funds*
Can fund any activity,

i Debt and Capital Funds
Z\;ﬁgrlg:gded by Can fund activity for P

which revenue is
brought in, including
administrative, debt
and capital costs

Can fund related

debt and project

" | costs and no
operating costs

Can only fund related
activity

Examples - Revenue for All Funds

$100,000,000
$90,000,000 $86,348,312
$80,000,000
$70,000,000
$60,000,000
$50,000,000
$40,000,000
$30,000,000
$20,000,000

$10,000,000

$-

Total Revenues

19
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Example - Revenue By Fund

$45,000,000

$40,000,000 $39,422,426
,000,

$35,000,000

$30,000,000 $27,601,020

$25,000,000
$20,000,000
$15,000,000
$10,000,000
$4,796,292
$5,000,000 $3,306,192 $2,599,682 $3,760,294
$1,505,371 729 $1,716,477 $1,640,558 .
. - [ | | [ | [ [

General Fund Water And Drainage Utility Keller The Keller Pointe Keller Crime Street And Debt Service Fund  Other Funds
Wastewater Fund Fund Development Fund Control And Sidewalk
Corporation Fund ion District Impr
Fund Fund

M Total Revenues

*GFOAT

Revenue Types

Taxes — Compulsory charge levied by a government
* Ex. Property (Ad Valorem), Sales, Hotel, Mixed Beverage

Street Rental (Franchise / ROW Agreements)
* Electric and Gas Franchise Tax

User Fees — Charge for city services
» Ex. Water and Wastewater Services, Recreation Fees, Solid Waste Fees

Fines — Punitive charge for violation of law and/or ordinances
* Ex. Traffic Fines, lllegal Dumping

License and Permits — Charge related to regulatory program costs
* Ex. Plat Reviews, Plumbing Licensing, Dog Registration

20
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Example - Revenues by Type and Fund

$40,000,000
$35,000,000

$30,000,000

$25,000,000

$20,000,000

$15,000,000

$10,000,000

$5,000,000
N — 1 [ — — I

General Fund Water And Drainage Utility Keller The Keller Pointe  Keller Crime Street And Debt Service
Wastewater Fund Fund Development Fund Control And Sidewalk Fund
Corporation Fund Prevention Improvements
District Fund Fund

W Property Taxes M Sales Tax & Other Taxes M Licenses and Permits W Charges for Services W Fines and Fees Development Fees

Categories

 Organizing expenditures/expenses into like
groups offers several benefits:
* Increase transparency
* Improves forecasting
 Can illuminate previously unseen patterns or issues

21
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Expenditure Categories

« Costs associated with people are much
Personnel broader than Salaries & Benefits. New
positions can have large one-time costs

« Labor that does not produce a tangible good.
Work is typically performed by and outside
entity or internal service department.

« An item or group of items that you purchase
and own. If capital threshold can fall into the
capital.

Expenditure Categories

A blending of services and supplies, but the main

Maintena nce objective of this category is to track spending related
to the preservation of an existing assets

A service, that is essential for public. Typically

regulated by multiple levels of government.

Money owed to a third party, including another fund

A movement of resources from one fund to another

22
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Expenditure Categories

- Are items that exceed the capital threshold set by
your municipality.
- Typically, large purchases that retain value after one year,
and are listed on your fixed assets.

» Can be a combination of goods that make up one asset.
Good example of this is a road, which is a combination of
services, supplies, time, and other resources.

GFOA Best Practices

Many topics in the budgeting area
* Budgeting Techniques

* Budget Process

« Capital Budgeting

* Forecasting & Analysis

* Long Term Strategy & Planning

* Budget Guidelines

* Budget Document

23
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GFOA Awards Program

» Distinguished Budget Presentation Award
* Criteria defined & explained
* Reviewed by financial professionals
» Feedback from reviewers on areas to improve

* Criteria focused on document presentation
* Introduction & Overview
* Financial Structure, Policy & Process
Financial Summaries
Capital & Debt
Departmental Information

Questions & Comments




